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Message Text 

CONFIDENTIAL 

PAGE 01 CARACA 03599 172141Z 
ACTION ARA-14 

INFO OCT-01 ISO-OO SOE-02 AID-05 CEA-01 CIAE-00 
DODE-OO EB-08 DOE- 15 H-01 INR-10 INT-05 L-03 
NSAE-00 NSC-05 OMB-01 PM-05 ICA-11 OES-07 SP-02 
SS-15 STR-07 TRSE-00 ACDA-12 /130W 

049849 180732Z/17 

R 171931Z APR 78 
FM AMEMBASSY CARACAS 
TO SECSTATE WASHDC 1965 
INFO USDOC WASHDC 

CONFIDENTIAL CARACAS 3599 

E.O. 11652: GDS 
TAGS: ENRG BENC VE 

SUBJECT: MAJOR PROJECTS: AMUAY REFINERY 

REF: CARACAS 2238 

1 . EMBASSY HAS NOW BEEN ADVISED THAT THE MINISTRY 
OF ENERGY AND MINES APPROVED THE PROJECT FOR THE 
UPGRADING OF LAGOVEN'S AMUAY REFINERY IN LATE MARCH 
AND THE CONTRACT AWARDING THE DETAILED ENGINEERING 
AND CONSTRUCTION OF THE PROJECT WAS SIGNED WITH FLUOR 
ENGINEERING ON OR ABOUT MARCH 30. EXXON'S CONTRACT 
TO PROVIDE BASIC DESIGN AND SUPERVISION FOR THE PROJECT 
WAS APPARENTLY SIGNED EARLIER IN THE YEAR. COST OF 
THE PROJECT IS NOW ESTIMATED AT $770 MILLION. 

2. WE HAVE ALSO BEEN ADVISED THAT FLUOR ANNOUNCED 
THE SIGNING OF THIS CONTRACT A WEEK OR TWO AGO IN THE 
U.S. TO OUR KNOWLEDGE. THIS HAS NOT BEEN REPORTED 
LOCALLY, AND IF PAST PRACTICE HOLDS. WILL NOT BE 
PUBLICIZED HERE. 

3. WE UNDERSTAND THAT FLUOR. AS THE PRIME CONTRACTOR, 

CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 CARACA 03599 172141Z 

WILL HAVE A MAJOR ROLE IN SELECTING SUPPLIERS OF 
EQUIPMENT. IN ITS INITIAL REQUEST FOR BIDS, LAGOVEN 
REPORTEDLY ESTIMATED THAT 33 PERCENT OF THE EQUIPMENT 
WOULD COME FROM LOCAL SOURCES, 20 PERCENT FROM THE U.S. 

AND THE REMAINDER WOULD BE OBTAINED THROUGH WORLD WIDE 
BIDDING. SOURCES IN PETROLEOS AND LAGOVEN NOW ADVISE 
US THAT THE ESTIMATE OF 33 PERCENT FROM LOCAL SOURCES 
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MAY HAVE BEEN SLIGHTLY HIGH, THAT THE 20 PERCENT ATTRIBUTED 
TO U.S. SOURCES WOULD CONSIST PRIMARILY OF 
IN STRUEMENTATION/CONTROLS AND ROTARY EQUIPMENT (PUMPS, 
COMPRESSORS, ETC) WHICH LAGOVEN WOULD INSIST BE PROCURED 
FROM KNOWN U.S. SUPPLIERS WITHOUT PUBLIC BIDDING AND 
THAT THE REMAINING EQUIPMENT WOULD BE PROCURED THROUGH 
AN OPEN BIDDING PROCESS TAKING INTO ACCOUNT PRICE, 

QUALITY AND DELIVERY DATES. THE WORDING OF LAGOVEN'S 
INITIAL ESTIMATE OF THE BREAKDOWN OF PROCUREMENT AMONG 
SOURCES RAISED A QUESTION AS TO WHETHER U.S. SUPPLIERS 
MIGHT BE EXCLUDED FROM THE FINAL CATEGORY. WE HAVE 
CHECKED THIS POINT WITH OFFICIALS OF LAGOVEN AND 
PETROLEOS WHO HAVE CONFIRMED THAT U.S. SUPPLIERS 
WILL REPEAT WILL BE ELIGIBLE TO COMPETE FOR THE 
ESTIMATED 47 PERCENT OF THE EQUIPMENT WHICH WILL BE 
PURCHASED BY WORLD WIDE BIDDING. 

VAKY 
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